






























































Banner Industries, Inc. 
1975 



Motor Freight 


Banner Industries is a diversified organization with three principal areas of interest: 

A subsidiary; Commercial Motor Freight, Inc., is the largest intrastate motor 
carrier in Ohio. A regular route carrier of general commodities, CMF's operating 
authorities extend through a five-state area. It provides direct daily service to some 
1,300 communities from 23 terminals with a fleet of 670 tractors and trucks and 1300 
trailers. In fiscal 1975, it accounted for 42 per cent of the company’s revenues and 
17 per cent of pre-tax earnings. ^ 



Products for Industry 


Banner produces selected products for a wide variety of industries. Included are: 

• Industrial, tunneling and mining locomotives • Turbines 

• Heavy duty industrial lift trucks • Pumps 

• Extrusion equipment • Industrial fasteners 

• Specialized tools for electronics industry • Intensive mixers 


In fiscal 1975, the Products for Industry Group accounted for 31 per cent of 
revenues and 58 per cent of pre-tax earnings. 



Aviation Aftermarket 


The newest segment of the company’s business, this consists of two principal 
pursuits, the production and sale of retreaded aircraft tires to commercial 
airlines and the sale of aircraft replacement parts, both on a world-wide basis. 
In the year ended June 30, 1975, the Aviation Aftermarket Group was respon¬ 
sible for 27 per cent of revenues and 25 per cent of pre-tax earnings. 


Banner Industries, as now constituted, dates back to January 19, 1968 when 
present management assumed control. The predecessor company was a small retail 
chain store operation which in the year ended June 30, 1967 reported sales of 
$1,800,000. In the past four years, through acquisitions and internal growth, 

Banner Industries sales from continuing operations have increased 97 per cent, net 
income has more than quadrupled and income from continuing operations 
has more than doubled that of the fiscal year ended June 30, 1971. 

The company’s objective is to continue to expand its sales and earnings base by 
increasing the volume of existing operations and through the acquisition of com¬ 
plementary businesses. One such acquisition, the purchase of Adams Industries, Inc., 
was completed in the fiscal 1976 first quarter. Adams Industries is a supplier of 
quality aircraft hardware. Another acquisition, the purchase of Lovelace Truck 
Service, Inc., is pending as of this date, September 30, 1975, awaiting execution 
of a definitive agreement and approval of regulatory agencies. Lovelace Truck Service, 
like Commercial Motor Freight, is a common carrier of general commodities. 
























































































of Burbank was the availability of 
corporate capital to accommodate 
growth opportunities. The same 
can be said of Acimet and of 
Dubie-Clark. Acimet has come 
close to doubling its sales in each 
of the past three years. Plant and 
equipment additions, an enlarged 
product line, and the expansion of 
its marketing organization have 
played an important part in 
Acimet’s growth. Capital avail¬ 
ability for Burbank enabled it to 
expand inventories. In the case of 
Dubie-Clark, its plant was expanded 
and late in fiscal 1974 a new pump 
manufacturing facility was opened, 
increasing production capacity 
significantly. 

The most disconcerting influence 
of fiscal 1975 was the recessionary 
climate with declining industrial 
production and a slowdown in 
consumer spending resulting in 
one of the most severe tonnage 
declines in years for the trucking 
industry. Commercial Motor Freight 
was no exception. Its tonnage for 
the last six months of the fiscal 
year was 34 per cent under that of 
the same months last year. Man¬ 
agement of CMF moved quickly 
and forcefully beginning early in 
the second quarter to reduce 
expenses and improve efficiency 
and productivity. We are confident 



that Commercial Motor Freight, 
which over the years has recorded 
one of the better operating ratios 
in the industry, will reassert itself 
with an upturn in the general 
economy. It has an excellent man¬ 
agement organization, is financially 
strong, strategically situated and 
well equipped. 

A continuing corporate objective 
since present management assumed 
responsibilty for Banner Industries 
eight years ago has been improve¬ 
ment of our financial position. 

Much was achieved in fiscal 1975. 
Shareholders' equity and working 
capital rose to record levels. A new 
$13,000,000 revolving line of credit 
was established. Our liquidity 
position is very good. At year-end, 
current assets were 2.1 times 
current liabilities. 

The Outlook 

The outlook for the current year 
is somewhat difficult to assess. It 
appears that the divergent economic 
factors which influenced fiscal 1975 
will continue at least for the next 
several months. If such proves true, 
we would expect earnings to be 
penalized at least through the first 
half of the fiscal year. 

A still-to-be determined factor 
which could affect our manufacturing 
operations, particularly in Ohio 
and Pennsylvania, is availability 
of natural gas. All indications point 
to supply curtailments this winter, 
the degree of which relates primarily 
to the severity of winter weather. 
Wherever possible, we have in¬ 
stalled dual-fuel systems which 
will utilize oil or natural gas. How¬ 
ever, oil generally is much more 
expensive and some metal heat 
treating operations cannot be 
accomplished as efficiently with 
oil. We believe though that with 
dual-fuel and possibly some re¬ 
scheduling of work-shift hours our 
production should not be seriously 
impaired. 
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In summary, we at this time 
would expect the first half of the 
year to be a challenging period. 

We also would expect increasing 
strength in the second half. Con¬ 
sequently, we believe the outlook 
for the year as a whole to be 
generally favorable. 

In last year’s annual report, we 
concluded our message by noting 
that we would have challenges in 
fiscal 1975, but we had confidence 
that Banner had the management 
and financial resources to deal 
with them. We said we were hopeful 
for another record year. This we 
accomplished. We have faith that 
the future will witness continued 
growth for Banner Industries. 

We would like to take this oppor¬ 
tunity to thank employees and 
directors for their contributions 
to fiscal 1975 results and express 
our gratitude to stockholders, 
customers and suppliers for Samuel J. Krasney 

their support. 

Samuel J. Krasney 



Chairman of the Board and Chief 
Executive Officer, President 

September 30, 1975 



Stock Price and Dividend Information 

The company paid an annual dividend of four cents per share December 
5, 1974. The annual dividend the preceding year, paid December 7,1973, was 
three cents per share. On September 17,1975, Directors adopted a policy of 
semiannual dividends and declared an initial semiannual dividend of three 
cents per share, payable December 1, 1975 to shareholders of record 
November 7, 1975. The company’s common stock is traded on the American 
Stock Exchange. Following are the quarterly high and low prices for fiscal 
1975 and fiscal 1974: 

1975 1974 


Quarter High Low High Low 

First . 3Vi 2Vi 4 Vb 3 

Second. 3 Vi 1 Ve 3% 2 Vs 

Third . 3 1 7 /s Vh 2 3 /a 

Fourth . 3 Vi 2 3 /s 3Vi 2V 2 
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To Our Stockholders 


Fiscal 1975 was an outstanding 
year for Banner Industries. Operat¬ 
ing results rose to record levels and 
our financial position improved 
substantially. Most significantly, the 
results of fiscal 1975 offer solid 
evidence of the strength our diver¬ 
sity affords. In a period marked by 
unusual recessionary and inflation¬ 
ary influences, sales and earnings 
gains by our Products for Industry 
and Aviation Aftermarket groups 
more than offset a substantial 
decline in the revenue and earnings 
contributions of our motor freight sub¬ 
sidiary, Commercial Motor Freight. 

Revenues and pre-tax earnings 
of our Products for Industry Group, 
up 29 per cent and 62 per cent re¬ 
spectively over those of the previous 
year, accounted for 31 per cent of 
total fiscal 1975 revenues and 58 
per cent of total pre-tax earnings. 
Revenues and pre-tax earnings of 
our Aviation Aftermarket Group, 
which increased 34 per cent and 
106 per cent respectively, repre¬ 
sented 27 per cent of total revenues 
and 25 per cent of total pre-tax 
income. 

Fiscal 1975 Results 

Fiscal 1975 sales and revenues 
from continuing operations amounted 
to $93,553,902, up eight per cent 
over the $86,492,020 of fiscal 1974. 
Net income in fiscal 1975 totaled 
$3,495,098, an increase of 19 per 
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cent over the $2,925,741 of the pre¬ 
ceding year. Fiscal 1975 net income 
per share, based on 4,233,632 
weighted average common and com¬ 
mon equivalent shares, was 83 cents, 
an increase of 22 per cent over the 
68 cents earned in fiscal 1974 on a 
weighted average of 4,319,236 
shares. Income from continuing 
operations, $3,300,351 in fiscal 1974, 
rose five per cent to $3,473,892 in 
fiscal 1975 and earnings per share 
from continuing operations, 76 cents 
in fiscal 1974, increased eight 
per cent to 82 cents in fiscal 1975. 

As we previously reported, 
Patterson Industries (Canada) Ltd. 
was sold last December because 
it failed to meet anticipated goals 
and offered little likelihood of 
meeting future corporate objectives. 
For similar reasons, we sold our 
Advance Foundry Company sub¬ 
sidiary effective at the end of the 
fiscal year. These account for the 
“discontinued operations” referred 
to for the fiscal years 1975 and 
1974 in this report. 

As noted earlier, fiscal 1975 
results were influenced by the in¬ 
flationary-recessionary economic 
environment which existed through¬ 
out the period. The impact of 
inflation is reflected to some degree 
in our sales and earnings gains 
as we moved quickly to recover 
raw material, parts, and labor cost 
increases over which we had no 


The Year At A 

Glance 


Years Ended June 30, 

1975 

1974 

Net Sales and Revenues. 

.$93,553,902 

$86,492,020 

Income from Continuing Operations. 

. 3,473,892 

3,300,351 

Net Income .. 

. 3,495,098 

2,925,741 

Per Share and Share Equivalents: 



Income from Continuing Operations ... 

. .82 

.76 

Net Income . 

. .83 

.68 
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control. There also were a number 
of other factors which influenced 
our results. 

One very favorable development 
which could have beneficial long¬ 
term ramifications is our involvement 
in programs related to energy 
production. Fate-Root-Heath, for 
example, had an excellent year 
and a significant portion of its 
capital equipment sales consisted 
of locomotives for uranium and 
coal mining, and extrusion equip¬ 
ment used in the manufacture of 
ceramic electrical insulators. 

Skinner Engine turbines, at times 
in conjunction with Dubie-Clark 
pumps, have numerous applications 
in electric generating plants as well 
as natural gas and oil drilling fields 
and with cargo pumps for oil tankers. 
Dubie-Clark also fabricates diffusers 
for gas turbines and its pumps are 
used to control mine water. Acimet, 
whose sales almost doubled in 
fiscal 1975, traced some 40 per cent 
of its revenues to fastener appli¬ 
cations for mining equipment, and 
electrical generation and transmis¬ 
sion equipment. In total, we estimate 
that approximately 30 per cent of 
fiscal 1975 Products for Industry 
Group revenues were from energy 
related applications. 

Another favorable influence has 
been the growth of our international 
business. International sales of 
Fate-Root-Heath locomotives and 
lift trucks, Skinner Engine turbines 
and intensive mixers combined 
with the overseas aircraft tire re¬ 
treading and aircraft replacement 
parts business were $16,660,000, 
up 39 per cent from the fiscal 
1974 level. 

Banner is a supplier of capital 
equipment, the purchase of which 
tends to be postponed during 
periods of rising interest rates and 
economic uncertainty. Offsetting 
this is the fact that a substantial por¬ 
tion of our sales are for replacement 


parts. For example, Fate-Root-Heath 
obtained approximately 50 per cent 
of fiscal 1975 sales from replace¬ 
ment parts for its locomotives, lift 
trucks and extruders. Including the 
business of our Aviation Aftermarket 
Group, some 74 per cent of non¬ 
transport revenues in fiscal 1975 
was derived from the sale of 
replacement parts and expendable 
items; 26 per cent from capital 
equipment. 

While we saw no growth in our 
aircraft tire retreading operations, 
reflecting curtailment in airline 
flight schedules, the other portion 
of our aircraft aftermarket business, 
the sale of replacement parts and 
expendable items, enjoyed an out¬ 
standing year. Burbank Aircraft, 
which we purchased in December, 
1973, made a full-year contribution 
for the first time in the year con¬ 
cluded June 30, 1975. Burbank 
had an excellent year, with its sales 
in fiscal 1975 up 50 per cent over 
the comparable preceding 12-month 
period. Our purchase at the be¬ 
ginning of the fourth quarter of 
Premmco-Ruffcorn, a small 
California-based distributor of 
specialized fasteners principally 
for the aviation aftermarket, made a 
small contribution to the group’s 
sales and earnings gains. 

A major factor in the sales growth 
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Operations and Financial Analysis 


Sales and Revenues 

Sales and revenues from con¬ 
tinuing operations for the fiscal year 
ended June 30, 1975 represented 
a gain of eight per cent over those 
of fiscal 1974 which in turn were 
up 25 per cent over fiscal 1973. To 
a great extent, the increases in 
both years are attributable to the 
sales growth of our aviation after- 
market business and products for 
industry. In fact, as noted elsewhere 
in this report, the sales growth of 
these two categories in fiscal 1975 
more than offset a 13 per cent 
decline in revenues on the part of 
Commercial Motor Freight which 
was penalized by the recessionary 
climate which existed throughout 
its service area. It should be noted 
that the fiscal 1975 revenue decline 
of Commercial Motor Freight con¬ 
trasted with its recent historical 
pattern of revenue increases. 
Commercial Motor Freight revenues 
in fiscal 1974 were up 14 per cent 
over those of fiscal 1973 which in 
turn increased eight per cent over 
those of 1972. 

Revenues of our Products for 
Industry Group, up 29 per cent over 
those of fiscal 1974, experienced 
a 29 per cent increase in fiscal 1974 
over those of the preceding year. 
Aviation aftermarket product sales 
increased 34 per cent in fiscal 
1975 from those of fiscal 1974 which 
in turn were up 57 per cent over 
those of fiscal 1973. 

The increase in revenues of our 
Products for Industry Group in both 
fiscal 1975 and fiscal 1974 reflected 
a generally strong and increased 
demand for the products of the 
group, particularly locomotives and 
heavy duty industrial lift trucks, 
pumps, turbines and fasteners. The 
group also benefited to a significant 
degree in both years from the sale 
of replacement parts. 

A principal factor in the sales 
growth of our Aviation Aftermarket 


Group was Burbank Aircraft, which 
we purchased in December, 1973, 
and which made a six-month 
contribution to fiscal 1974 sales 
and a full year contribution in 
fiscal 1975. 

Earnings 

To a great extent, the increases 
in net income, up 19 per cent in 
fiscal 1975 and nine per cent 
in fiscal 1974, and income from 
continuing operations, up five per 
cent and 18 per cent respectively 
in fiscal 1975 and fiscal 1974, reflect 
the increases in revenues as well 
as implementation of operating 
efficiencies. Contributing to op¬ 
erating improvements have been 
capital expenditures, $2,922,000 
in fiscal 1975 and $5,075,000 in 
fiscal 1974, for upgrading the 
Commercial Motor Freight truck 
and trailer fleet and expansion of 
terminal and manufacturing plant 
facilities. 

Continued emphasis has been 
placed on improving the return on 
investment of individual operating 
divisions and subsidiaries. Plant 
and equipment additions and 
product line expansion have aided 
in achieving this objective. We 
have sold a number of units which 
failed to develop sufficient profit 
contributions. 

For example, two operating units 
with combined annual sales of 
approximately $10,000,000, but 
with minimal earnings, were sold 
in fiscal 1973. The sale of Patterson 
Industries (Canada) in mid-fiscal 
1975 eliminated a drain on earnings. 
While Advance Foundry was 
profitable in fiscal 1975, it has had 
an inconsistent earnings record. 
Additionally, it no longer meshed 
with long-term corporate objectives 
in terms of operations and return 
on investment. 

The sales of these discontinued 
units are not included in the con¬ 
solidated sales and revenues figures 
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in the Summary of Operations on 
page nine. Their earnings or losses 
are displayed on the line, “Income 
(Loss) From Discontinued Oper¬ 
ations." 

International Business 

Growth of our international 
business also has had a favorable 
impact upon revenues and earnings. 
International sales in fiscal 1975, 
which totaled approximately 
$16,660,000, were up from the 
$12,000,000 of fiscal 1974 and the 
$8,000,000 of fiscal 1973. The 
company also benefits from royal¬ 
ties on sales of products such as 
intensive mixers, turbines and 
extruding equipment manufactured 
by licensees in Japan, Brazil, 
England and France. 

A significant portion of interna¬ 
tional revenues is derived from the 
sale of aircraft replacement parts 
and retreaded aircraft tires marketed 
world-wide. In addition to three tire 
retreading plants in the United States 
which serve both domestic and 
international customers, Thompson 
Aircraft Tire operates a plant in 
Belgium for the international market. 

Locomotives, industrial lift trucks 
and extruders are marketed overseas 


through Banner International, Inc., 
while Skinner Engine markets in¬ 
tensive mixers and turbines directly 
and through licensees. 

Expense Containment 

Inflation has had its impact on 
our business, and to some extent is 
reflected in increased revenues as 
we have moved quickly to recover 
added costs of labor, materials, 
components and other supplies. The 
continuous and significant increases 
in the cost of diesel fuel and gas¬ 
oline in fiscal 1974 and fiscal 1975 
were particularly troublesome for 
Commercial Motor Freight because 
rate increases granted by regulatory 
authorities tend to lag considerably 
behind cost increases. To help offset 
this, major effort has been made to 
increase productivity. 

An especially perplexing problem 
for our Products for Industry Group 
was a scarcity of raw materials and 
components. This condition, which 
peaked in fiscal 1974 and then 
diminished as fiscal 1975 pro¬ 
gressed, delayed shipments, 
disrupted production schedules 
and added to manufacturing costs. 

Major emphasis has been placed 
on controlling expenses wherever 


possible. Our cost of sales and 
operating expenses as a per cent 
of revenues in fiscal 1975 amounted 
to 79.7 per cent compared to 80.4 
per cent in fiscal 1974 and 79.5 per 
cent in fiscal 1973. Selling and 
administrative expenses in fiscal 
1975 were 12 per cent of revenues 
as compared to 11 per cent in 
fiscal 1974 and 11.4 per cent in fiscal 
1973. The increase in fiscal 1975 
selling and administrative expenses 
as a per cent of revenues largely 
reflects the full-year operation of 
Burbank Aircraft, a larger compara- 
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tive portion of whose total expenses 
fall into this category. In short, 
despite inflationary influences, our 
expense to revenue relationship 
has remained relatively constant. 

Interest expenses, $1,643,420 
in fiscal 1975, were up over the 
$1,410,285 of fiscal 1974 largely 
because of the record high rates 
which prevailed for a portion of 
fiscal 1975. Fiscal 1974 interest 
expenses were greater than the 
$1,103,002 of fiscal 1973 largely 
because of a higher level of 
borrowings. 



Financial Position 

An important factor in Banner’s 
growth has been the utilization of 
both internally generated and 
borrowed funds. Early in fiscal 
1975, we obtained a $13,000,000 
revolving line of credit from a group 
of six banks which included Union 
Commerce Bank of Cleveland, 
Crocker National Bank, First 
National City Bank of New York, 
Continental Illinois National Bank 
& Trust Co., Ohio National Bank 
and First National Bank of Mansfield, 
Ohio. Interest is one-half of one 
per cent over the prime lending 
rate through the first three years 
of the seven-year agreement and 
three-quarters of one per cent 
above prime for the remaining 
four years. As of June 30, 1975, 
$6,900,000 of the credit line was 
unused. We also sold $3,000,000 of 
senior notes at an interest rate 
of 9 5 /e per cent. Sinking fund pay¬ 
ments on the notes due in 1992 
do not begin until 1978. 

Coupled with internally generated 
funds, the two loan agreements 
enabled us to convert short-term 
indebtedness to long-term obliga¬ 
tions and improve our working 


capital position substantially. Work¬ 
ing capital as of June 30, 1975 
amounted to $16,949,241, double 
the $8,306,389 at fiscal 1974 year- 
end. Current assets at fiscal 1975 
year-end amounted to $32,311,942, 
which was 2.1 times current liabili¬ 
ties and represented our best 
current ratio in recent history. 

There are other indicators of 
our improved financial position. 

For example, as of June 30, 1975, 
our total liabilities of $36,662,920 
were $2,414,635 less than those 
at the fiscal 1974 year-end. At the 
end of fiscal 1975 we had 88 cents 
in current assets for every $1 of 
total liabilities. At the end of fiscal 
1974 we had 79 cents of current 
assets for every $1 of total lia¬ 
bilities. Our quick ratio— cash and 
receivables to current liabilities — 
at the end of fiscal 1975 was .92 
to 1.00 compared to .68 to 1.00 at 
the end of fiscal 1974. 

Stockholders' equity at fiscal 1975 
year-end amounted to $20,003,512, 
or $4.79 per share, up 19 per cent 
over that of fiscal 1974 and almost 
double that at the end of fiscal 1971. 
Our return on equity in fiscal 1975 
was 19 per cent. 


Seven 























































































Acquisition Program 

A principal corporate objective 
is the further development of the 
company’s three basic businesses 
through internal growth and through 
acquisitions. In our acquisition 
search program, major emphasis 
is placed on companies which can 
be expected to contribute to an 
improved return on investment. We 
seek organizations which will 
complement present operating units 
in terms of product lines and 
services, marketing areas and 
skills. In the case of manufacturing 
companies, considerable emphasis 
is placed on product lines which 
feature expendable items or replace¬ 
ment parts. In all cases, we seek 
organizations with management 
talent, a fact we believe has contri¬ 
buted significantly to the company's 
growth. Virtually every subsidiary 
and division Banner has today is 
directed by the same management 
team which headed it at the time 
we acquired it. 

Two acquisitions were completed 
in recent months and a third is 
pending. Premmco-Ruffcorn, Inc., 
a California-based distributor of 
specialized fasteners primarily for 
the aviation industry, was purchased 
for cash at the beginning of the 
fourth quarter of fiscal 1975. It has 
annualized sales of approximately 


$1,400,000. Its product lines include 
helical wire inserts, tools and kits, 
eyelets and grommets and quarter 
turn fasteners. Then, in September, 
1975 we purchased Adams 
Industries, Inc., a supplier of 
quality aircraft hardware including 
aircraft fasteners, fittings and 
switches. Adams Industries, based 
at Windsor Locks, Connecticut, 
markets world-wide. Adams 
Industries has annualized sales 
of about $4,000,000, approximately 
half of which are international. 

Both organizations have product 
lines and marketing organizations 
which augment those of other 
operating units in our Aviation 
Aftermarket Group. 

In August, 1975 an agreement in 
principle was reached for the 
purchase of Lovelace Truck 
Service, Inc., Terre Haute, Indiana- 
based common carrier of general 
commodities. The acquisition is 
subject to the execution of a 
definitive agreement and approval 
of the Interstate Commerce Com¬ 
mission and other regulatory 
agencies. Lovelace Truck Service, 
with annual revenues of approxi¬ 
mately $20,000,000, has operating 
authorities in Ohio, Indiana, Illinois, 
Missouri and Kansas. It operates 
17 terminals and a fleet of 1100 
tractors, trucks and trailers. 
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Summary of Operations and Financial Data 


Management’s discussion and analysis of the Summary of Operations is incorporated in the sections entitled 
"To Our Stockholders" which begins on page one and “Operations and Financial Analysis" which begins on page five. 

Year Ended June 30 1975 1974 1973 1972 1971 


Consolidated Summary of Operations 

Net Sales and Revenues. $93,553,902 

Cost and Expenses 

Cost of Sales. 74,537,360 

Selling, General & Administrative_ 11,200,230 

Interest Expense. 1,643,420 

"877381,010 

Income Before Taxes on Income And 

Discontinued Operations. 6,172,892 

Provisions for Taxes on Income . 2,699,000 

Income From Continuing Operations. 3,473,892 

Income (Loss) From Discontinued 

Operations (Net of Taxes) . 21,206 

Net Income. 3,495,098 

Per Share and Share Equivalents: 

Income (Loss) From Continuing 

Operations . .82 

Income (Loss) From Discontinued 

Operations . .01 

Net Income. .83 

Average Shares and Share Equivalents_ 4,233,632 

Other Financial Data 

Current Assets . $32,311,942 

Current Liabilities. 15,362,701 

Working Capital . 16,949,241 

Current Ratio . 2.1 to 1 

Property, Plant, Equipment — Net. $17,881,801 

Long-Term Debt. 16,473,157 

Stockholders’ Equity. 20,003,512 

Per Share . 4.79 

Income From Continuing Operations as a 

Percentage of Stockholders’ Equity. 19% 

Income From Continuing Operations as a 

Percentage of Sales and Revenues. 4% 

Depreciation and Amortization. $ 2,632,434 


$86,492,020 

$69,167,897 

$56,383,169 

$47,409,691 

69,508,531 

54,974,820 

44,054,770 

38,213,389 

9,472,853 

7,913,231 

6,301,563 

5,033,749 

1,410,285 

1,103,002 

877,386 

1,305,981 

80,391,669 

63,991,053 

51,233,719 

44,553,119 

6,100,351 

5,176,844 

5,149,450 

2,856,572 

2,800,000 

2,384,000 

2,294,000 

1,309,000 

3,300,351 

2,792,844 

2,855,450 

1,547,572 

(374,610) 

(118,944) 

(548,104) 

(764,920) 

2,925,741 

2,673,900 

2,307,346 

782,652 

.76 

.62 

.62 

.35 

(.08) 

(.02) 

(.12) 

(•17) 

.68 

.60 

.50 

.18 

4,319,236 

4,476,803 

4,628,601 

4,434,421 

$30,992,697 

$23,831,689 

$27,887,851 

$18,545,069 

22,686,308 

15,640,398 

18,996,635 

11,918,516 

8,306,389 

8,191,291 

8,891,216 

6,626,553 

1.4 to 1 

1.5 to 1 

1.5 to 1 

1.6 to 1 

$18,519,284 

$15,543,810 

$16,818,179 

$13,741,081 

11,971,736 

10,873,636 

15,372,646 

12,539,659 

16,842,598 

14,366,536 

12,505,095 

10,110,677 

3.97 

3.31 

2.81 

2.28 

21% 

21% 

25% 

16% 

4% 

4% 

5% 

3% 

$ 2,254,767 

$ 2,370,065 

$ 2,399,207 

$ 2,207,003 


Revenues and Income By Quarter 

(Unaudited) 


Fiscal Year 
and 

Net Sales 
and 

Income From 

Per 

Income (Loss) From 

Per 

Net 

Per 

Quarter 

Revenues 

Continuing Operations Share 

Discontinued Operations 

Share 

Income 

Share 

1975 

First . 

$24,078,489 

$ 781,379 

$.18 

$ (46,650) 

$(.01) 

$ 734,729 

$.17 

Second ... 

23,768,089 

709,747 

.17 

39,579 

.01 

749,326 

.18 

Third . 

22,537,625 

617,715 

.15 

(6,745) 

— 

610,970 

.15 

Fourth . ... 

23,169,699 

1,365,051 

.32 

35,022 

.01 

1,400,073 

.33 

1974 

First . 

18,984,259 

745,667 

.17 

(88,159) 

(.02) 

657,508 

.15 

Second ... 

20,096,877 

625,967 

.15 

52,677 

.01 

678,644 

.16 

Third . 

22,779,438 

777,130 

.18 

(85,367) 

(.02) 

691,763 

.16 

Fourth .... 

24,631,446 

1,151,587 

.26 

(253,761) 

(.05) 

897,826 

.21 
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Consolidated Statements of Income 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1975 and 1974 



1975 

1974 

NET SALES AND REVENUES (Note 2). 

COSTS AND EXPENSES: 

$93,553,902 

$86,492,020 

Cost of sales and operating expenses. 

$74,537,360 

$69,508,531 

Selling and administrative expenses . 

11,200,230 

9,472,853 

Interest expense . 

1,643,420 

1,410,285 


$87,381,010 

$80,391,669 

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES. 

PROVISION FOR TAXES ON INCOME (Note 8): 

$ 6,172,892 

$ 6,100,351 

Current. 

$ 2,589,000 

$ 2,904,000 

Deferred. 

110,000 

(104,000) 


$ 2,699,000 

$ 2,800,000 

INCOME FROM CONTINUING OPERATIONS . 

INCOME (LOSS) FROM DISCONTINUED OPERATIONS, net of 

$ 3,473,892 

$ 3,300,351 

applicable income taxes (Note 2) . 

21,206 

(374,610) 

NET INCOME. 

$ 3,495,098 

$ 2,925,741 

NET INCOME PER COMMON AND COMMON SHARE EQUIVALENT (Note 5): 



Income from continuing operations . 

$.82 

$.76 

Income (loss) from discontinued operations. 

.01 

(08) 

NET INCOME . 

$.83 

$.68 


Consolidated Statements of Stockholders’ Equity 

Banner Industries, Inc. and Subsidiaries 

For the Years Ended June 30,1975 and 1974 




Common 

Paid-in 

Retained 

Treasury 


Stock 

Capital 

Earnings 

Stock 

BALANCE, JUNE 30, 1973 . 

$445,758 

$5,746,081 

$ 8,894,468 

$ (719,771) 

Net income. 

— 

— 

2,925,741 

— 

Cash dividends — 3 cents per share. 

— 

— 

(129,295) 

— 

Acquisition of 105,538 shares, at cost. 

— 

— 

— 

(320,384) 

Shares issued in settlement of contingent 
share liabilities. 

3,699 

(3,699) 

_ 

_ 

BALANCE, JUNE 30, 1974 . 

$449,457 

$5,742,382 

$11,690,914 

$(1,040,155) 

Net income. 

— 

— 

3,495,098 

— 

Cash dividends — 4 cents per share. 

— 

— 

(168,577) 

— 

Acquisition of 62,723 shares, at cost. 

— 

— 

— 

(165,607) 

BALANCE, JUNE 30, 1975 . 

$449,457 

$5,742,382 

$15,017,435 

$(1,205,762) 


The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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Consolidated Balance Sheets 

Banner Industries, Inc. and Subsidiaries 
June 30,1975 and 1974 


Assets 

CURRENT ASSETS: 

Cash . 

Receivables, less allowance for doubtful accounts of $211,428 

in 1975 and $173,602 in 1974 . 

Inventories, at lower of cost (first-in, first-out) or market. 

Prepaid expenses, etc. 

Assets held for sale (Note 2). 

Total current assets . 

PROPERTY, PLANT AND EQUIPMENT, at cost (Notes 1, 3 and 7). 

Less — Accumulated depreciation and amortization. 

OTHER ASSETS: 

Transportation operating rights (Note 1). 

Cost in excess of net assets of purchased businesses (Notes 1 and 2) ... 
Other . 


Liabilities and Stockholders’ Equity 

CURRENT LIABILITIES: 

Short-term notes payable (Note 3) . 

Current maturities of long-term debt. 

Accounts payable. 

Accrued salaries and wages . 

Other accrued expenses . 

Accrued taxes on income (Note 8). 

Total current liabilities . 

LONG-TERM DEBT AND OTHER (Notes 3 and 8): 

Long-term debt (less current maturities above). 

Deferred Federal income taxes. 

Other deferred credits . 

COMMITMENTS AND CONTINGENT LIABILITIES (Notes 1, 6 and 8) 


1975 1974 


$ 3,285,519 

10,920,751 

15,874,707 

1,520,640 

710,325 

$32,311,942 

$36,374,917 

18,493,116 

$17,881,801 

$ 3,029,859 
2,459,407 
983,423 
$ 6,472,689 
$56,666,432 


$ 558,262 

1.680.541 
6,575,394 

2.759.541 
2,265,556 
1,523,407 

$15,362,701 

$16,473,157 

3,894,337 

932,725 

$21,300,219 


$ 4,229,491 

11,173,170 
13,689,516 
1,900,520 


$30,992,697 

$37,675,278 

19,155,994 

$18,519,284 

$ 3,029,859 
2,483,407 
894,906 
$ 6,408,172 
$55,920,153 


$ 6,096,468 
1,826,032 
8,742,120 
2,344,189 
2,477,864 
1,199,635 
$22,686,308 

$11,971,736 

3,384,493 

1,035,018 

$16,391,247 


STOCKHOLDERS’ EQUITY (Notes 1, 3, 4 and 8): 

Common stock, 10 cents par value, authorized 12,000,000 shares, 
issued 4,494,572 (including 326,458 held in treasury at 

June 30, 1975, and 263,735 at June 30, 1974). 

Paid-in capital. 

Retained earnings. 

Less — Treasury stock, at cost . 


$ 449,457 

5,742,382 
15,017,435 
$21,209,274 
1,205,762 
$20,003,512 
$56,666,432 


$ 449,457 

5,742,382 
11,690,914 
$17,882,753 
1,040,155 
$16,842,598 
$55,920,153 


The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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Consolidated Statements of Changes In Financial Position 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30, 1975 and 1974 


SOURCE OF FUNDS: 

Net income . 

Add — items not requiring the current outlay of working capital: 

Depreciation and amortization. 

Increase (decrease) in deferred Federal income taxes. 

Funds provided from operations. 

Long-term borrowings . 

Working capital acquired in the purchase of a business (Note 2) .. 

Proceeds from sale of operating unit (Note 2). 

Other, net. 

Total funds provided . 

APPLICATION OF FUNDS: 

Purchase of fixed assets, net. 

Reductions of long-term debt. 

Cost of acquired business (Note 2).. 

Working capital of operating unit sold (Note 2). 

Purchase of common stock for treasury. 

Cash dividends. 

Total funds applied. 

INCREASE IN WORKING CAPITAL. 

CHANGES WHICH RESULTED IN WORKING CAPITAL INCREASE 
(DECREASE): 

Cash. 

Receivables .. 

Inventories. 

Short-term notes payable and current maturities of long-term debt 

Accounts payable.. 

Accrued taxes on income. 

Other . 

INCREASE IN WORKING CAPITAL. 


1975 


$ 3,495,098 

2,632,434 
110,000 
$ 6,237,532 
12,842,058 

500,000 

960,409 

820,539,999 

$ 2,922,593 
8,325,330 

315,040 
165,607 
168,577 
$11,897,147 
$ 8,642,852 


$ (943,972) 
(252,419) 
2,185,191 
5,683,697 
2,166,726 
(323,772) 
127,401 
$ 8,642,852 


1974 


$ 2,925,741 

2,254,767 
(104,000) 
$ 5,076,508 
3,518,004 
550,450 

837,933 
$ 9,982,895 

$ 5,075,358 
2,540,760 
1,802,000 

320,384 
129,295 
$ 9,867,797 
$ 115,098 


$ 1,229,626 
2,216,984 
3,825,407 
(3,442,441) 
(3,009,567) 
276,918 
(981,829 ) 
$ 115,098 


The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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Notes to Consolidated Financial Statements 

June 30,1975 and 1974 


1. Summary of Significant Accounting Policies: 

Principles of Consolidation. The accompanying 
consolidated financial statements include the accounts 
of the Company and its subsidiaries, all of which are 
wholly owned. All significant intercompany accounts 
and transactions have been eliminated. 

Depreciation and Amortization. The policy of the 
Company and its subsidiaries is to provide for 
depreciation and amortization of property, plant and 
equipment, principally by the straight-line method, 
at annual rates sufficient to amortize the cost of the 
assets during their estimated useful lives. The principal 


rates of depreciation are: 

Building and improvements. 3-10% 

Transportation equipment.11-33% 

Machinery and equipment.6-25% 


The amounts included in the accompanying 
consolidated balance sheets as “Transportation 
operating rights" and “Cost in excess of net assets 
of purchased businesses” recorded prior to November, 
1970, are not being amortized since, in the opinion 
of management, there has been no diminution in the 
value of these assets. "Costs in excess of net assets 
of purchased businesses” recorded subsequent to 
November, 1970, is being amortized over a 
40-year period. 

Research and Development. Research and develop¬ 
ment expenditures, including development costs of 
products, processes and product applications, are 
expensed in the year incurred rather than deferred. 

Pensions The Company has pension plans 
covering the majority of its employees. Total pension 
expense, which includes generally, amortization 
of prior year service costs over thirty to forty years, 
was approximately $2,001,000 in 1975 and $1,829,000 
in 1974. The Company’s general policy is to fund 
pension costs accrued. At June 30, 1975, for the plans 
in which the actuarial value of vested benefits exceeded 
the assets of pension funds and amounts accrued, 
such excess amounted to approximately $1,400,000. 
The estimated unfunded prior service cost not 
accrued in the accompanying consolidated balance 
sheet was approximately $2,359,000 as of 
June 30, 1975. 

The Pension Reform Act of 1974 requires the 
Company to amend its pension plans to conform with 
certain provisions of the Act, which will become 
effective in 1976. The Company believes that the effect 
on annual pension costs and the funding of such costs 


for 1976 and subsequent years and the effect on 
unfunded vested benefits resulting from this amend¬ 
ment will not be significant. 

Translation of Financial Statements. Financial 
statements of foreign subsidiaries are translated into 
United States dollar equivalents as follows: current 
assets, current liabilities, and long-term debt at year- 
end exchange rates; property, plant and equipment 
at historical rates prevailing at dates of transactions; 
income and expense at weighted average rates in 
effect during the year except that depreciation charges 
are translated at exchange rates prevailing when the 
related assets were acquired. There have been no 
significant adjustments arising from translation 
in either year. 

Investment Tax Credit. The policy of the Company is 
to credit to income, by a reduction in the provision 
for Federal income taxes, an amount equal to the 
investment tax credits. These credits amounted to 
approximately $152,000 in 1975 and $138,000 in 1974. 

2. Acquisitions, Dispositions and Assets 

Held for Sale: 

On August 25, 1975, the Company announced that 
it had reached an agreement in principle to acquire 
Lovelace Truck Service, Inc. for approximately 
$7,000,000. The acquisition, to be accounted for as a 
purchase, is subject to the execution of a definitive 
agreement and approval of the Interstate Commerce 
Commission and other regulatory agencies. 

During 1973, the Company acquired Burbank 
Aircraft Supply, Inc. for a total purchase consideration 
of approximately $1,800,000. This acquisition has 
been accounted for as a purchase, and the difference 
($886,000) between the net assets acquired and the 
purchase consideration has been allocated to “Cost in 
excess of net assets of purchased businesses" in 
the accompanying consolidated balance sheet. 

During 1975, the Company sold for approximately 
book value its Patterson Industries (Canada), Ltd. 
subsidiary for cash and notes of $500,000. On Septem¬ 
ber 3, 1975, the Company sold the operating assets 
and business of its Advance Foundry subsidiary. 

The book value of the assets sold, net of certain 
mortgage obligations, has been segregated in the 
consolidated balance sheet as of June 30, 1975, as 
“Assets held for sale.” In order to separately present 
the results of the Company's continuing operations, 
combined net sales of Patterson and Advance of 
$4,161,000 in 1975 and $5,322,000 in 1974 have been 
appropriately excluded from the consolidated 
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statements of income and their net operating results 
have been reflected as "Income (loss) from discon¬ 
tinued operations” in the accompanying consolidated 
statements of income. 

3. Notes Payable and Long-Term Debt: 

At June 30, 1975 and 1974, notes payable and 
long-term debt consisted of the following: 



Interest 
Rates 
June 30, 
1975 

1975 

1974 

Short-term notes 
payable. 

7 3 A-10% 

$ 558,262 

$ 6,096,468 

Revolving credit 
loan . 

7 3 /4% 

$ 6,100,000 

$ — 

Senior notes 
payable. 

9%% 

3,000,000 

— 

Mortgage notes 
payable. 

7-914 % 

5,889,789 

5,478,356 

Other notes 
payable. 

4-10% 

1,513,909 

6,619,412 

Capitalized lease . 

7V* % 

1,650,000 

1,700,000 

Less — Current 
maturities . 

Net long-term debt. 


$18,153,698 

(1,680,541) 

$16,473,157 

$13,797,768 

(1,826,032) 

$11,971,736 


At June 30, 1975, the Company had unused short¬ 
term bank lines of credit aggregating $1,944,000. 

The lines of credit are subject to cancellation upon 
notice by the bank or the Company. There are informal 
compensating balance requirements related to these 
lines of credit; however, no cash balances are subject 
to withdrawal restrictions under these requirements. 

At June 30, 1975, the average interest rate on 
total short-term borrowings was 7.9%. The maximum 
month-end balance of total short-term borrowings 
during the year was $7,531,000 at September 30, 1974. 
The average short-term borrowings during the year 
approximated $2,793,000 at an average interest 
rate of 11.8%. 

During 1974, the Company arranged for the sale of 
$1,700,000 of industrial revenue bonds to finance the 
construction of a manufacturing facility in Toccoa, 
Georgia. The bonds consist of $335,000 of serial bonds 
due 1975 to 1980, inclusive, and $1,365,000 of bonds 
due May 1, 1993, which bear interest at an effective 
annual interest rate of 7.2%. The bonds maturing on 
May 1, 1993, are subject to mandatory redemption and 
are to be redeemed in progressive annual amounts 
ranging from $70,000 in 1981 to $150,000 in 1993. 

The Company is to make annual rental payments 
sufficient to pay the principal and interest on the bonds 


through 1993. In accordance with the lease agreement, 
the Company may purchase the facility for a nominal 
amount at the end of the lease term. Accordingly, 
this transaction has been treated as a purchase for 
financial statement purposes, with the related lease 
commitment recorded as a long-term obligation. 

In August, 1974, the Company finalized an agree¬ 
ment with an insurance company for the private 
placement of $3,000,000 of senior notes due 1992. 

The notes which were issued in May, 1975, and bear 
interest at 9 5 /e% require mandatory sinking fund 
payments beginning in 1978 to retire the debt 
at maturity. The loan agreement provides, among other 
things, for restrictions on borrowings and requires 
the maintenance of certain working capital and 
net worth levels. 

In October, 1974, the Company finalized a revolving 
credit agreement with a group of banks which provides 
for initial credit availability of $13,000,000, with 
semiannual reductions commencing December 31, 
1975, through 1981. Borrowings under this agree¬ 
ment ($6,100,000 at June 30, 1975) will bear 
interest at V»% over the prime rate during the 
first three years and 3 /t% over the prime rate 
thereafter. In addition, the Company has agreed to pay 
a commitment fee of V 2 of 1 % on the daily unused 
portion of the line. The Company, at its option, 
may make prepayments and reduce the loan commit¬ 
ment without penalty. A portion of the initial borrowings 
under this agreement was advanced by the Company 
to its subsidiary, Commercial Motor Freight (“CMF") 
and applied by CMF to all remaining borrowings 
under a 1972 Credit and Security Agreement; the 
remainder of the initial borrowings was used to reduce 
other borrowings. The Agreement contains normal 
covenants for both Banner and CMF, including those 
relating to the maintenance of working capital and 
tangible net worth levels and provides restrictions on 
dividends and additional borrowings. 

Under the most restrictive loan agreement, 
consolidated working capital must not be less than 
$12,000,000; consolidated working capital ratio must be 
at least 1.45 to 1; and the ratio of total liabilities to 
tangible net worth, as defined, must not exceed 
2.75 to 1 through December 31, 1975, and 2.5 to 
1 through June 30, 1976. In addition, consolidated 
retained earnings of the Company available for 
capital distribution (cash dividends and purchase of its 
own shares) is limited to the sum of $250,000 plus 
25% of consolidated net income since July 1, 1974. 

As of June 30, 1975, retained earnings of approximately 
$790,000 were not restricted as to capital distributions. 
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Principal payments on long-term debt obligations 
are as follows: $706,000 for 1977; $834,000 for 1978; 
$835,000 for 1979; $1,408,000 in 1980 and 
$12,690,000 thereafter. 

4. Options and Warrants: 

Under a Qualified Stock Option Plan approved by 
the stockholders, options for shares of common stock, 
up to a maximum of 50,000 shares, may be granted 
to certain officers and key employees of the Company. 
The option price shall not be less than the fair market 
value of the stock at the date of grant and options 
become exercisable one year from the date of grant 
and terminate not later than five years from the 
date of grant. 

Transactions related to the stock option plan for the 
year ended June 30, 1975, are summarized as follows: 



Shares 

Price 

Per Share 

Outstanding, beginning of period . 

20,398 

$3.00-$6.62 

Granted . 

4,000 

$3.00 

Exercised. 

— 

— 

Cancelled . 

8,110 

$4.12-$6.62 


16,288 


Outstanding, end of period: 



Exercisable . 

12,288 

$3.00-$6.00 

Unexercisable .... 

4,000 

$3.00 


16,288 


Available for grant at end of period 

27,549 



The Company has warrants outstanding for the 
purchase of 150,000 common shares at a price of 
$12 per share, which are exercisable any time prior to 
February, 1977. Also, in connection with a 1972 
acquisition, the Company issued warrants for the 
purchase of 163,749 common shares which are 
exercisable at $11 per share through June 30, 1976, 
and at annual increments of $1 per share there¬ 
after to June, 1978. None of these warrants have 
been exercised. 

5. Earnings Per Share: 

Earnings per share have been computed in 
accordance with Opinion 15 of the Accounting 
Principles Board and are based on the weighted 
average number of common and common share 
equivalents outstanding during each period. 

6. Leases: 

The Company leases various facilities and trans¬ 
portation equipment which require minimum rental 
payments as follows: 



Total 

Noncapitalized 

Financing 

Leases 

Operating 

Leases 

1976 ... 

$ 1,270,000 

$ 961,000 

$ 309,000 

1977 ... 

1,164,000 

932,000 

232,000 

1978 ... 

1,047,000 

808,000 

239,000 

1979 ... 

953,000 

714,000 

239,000 

1980 ... 

726,000 

561,000 

165,000 

1981-1985 .. . 

2,030,000 

1,996,000 

34,000 

1986-1990 ... 

1,750,000 

1,750,000 

— 

1991-1995 . . . 

1,620,000 

1,620,000 

— 

Thereafter ... 

189,000 

189,000 

— 


$10,749,000 

$9,531,000 

$1,218,000 


The present value of minimum rental commitments 
on the long-term financing leases was $5,920,000 and 
$7,340,000 at June 30, 1975 and 1974, respectively. 
The above present values were determined using 
the effective dates of the leases and interest rates 
specified in such leases or in effect on such date. 
Interest rates used ranged from 5% to 12% and 
averaged 6.8%. 

If the financing leases were capitalized, and if 
applicable straight-line depreciation and imputed 
interest were substituted for rentals, there would be no 
significant effect on income in either year. 

Rental payments charged to income were 
$1,342,000 in 1975 and $1,305,000 in 1974. Included 
in net rental expense is $999,000 and $1,117,000 
for 1975 and 1974, respectively, relating to non¬ 
capitalized financing leases. Rentals from subleases 
are not significant. 


7. Property, Plant and Equipment: 

Property, plant and equipment at June 30, 1975 
and 1974, consisted of the following: 



1975 

1974 

Land. 

$ 2,551,744 

$ 2,640,876 

Buildings and improvements . . 

9,802,892 

9,933,904 

Transportation equipment 

15,396,851 

14,805,499 

Machinery and equipment . . . , 

8,623,430 

10,294,999 


$36,374,917 

$37,675,278 


Maintenance and repair expenditures are charged to 
income. Expenditures for betterments and major 
renewals are capitalized. The carrying amount of assets 
which are sold or retired and related accumulated 
depreciation are removed from the accounts in the 
year of disposal and any resulting gain or loss is 
reflected in income. 
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8. Federal Income Taxes: 

The consolidated Federal income tax provision in 


the accompanying consolidated statement 

of income 

differs from the statutory rate as follows: 

1975 

Income before taxes on income . $6,172,892 

1974 

$6,100,351 

Less — State income taxes .... 

(256,000) 

(255,000) 

Income before Federal 
income taxes . 

$5,916,892 

$5,845,351 

Tax provision, at statutory rates. 

$2,822,000 

$2,778,000 

Investment tax credit. 

(152,000) 

(138,000) 

Tax effect of Domestic 

International Sales Corporation 

(213,000) 

(104,000) 

Other, net . 

(14,000) 

9,000 

Provision for Federal 
income taxes . 

$2,443,000 

$2,545,000 

Deferred tax expense results from timing 

differences 


in the recognition of income and expense for tax and 
financial statement purposes. The sources of these 
items are summarized as follows: 


1975 1974 


Depreciation . 

. $ 406,000 

$ 

275,000 

Valuation reserves . 

(106,000) 


(240,000) 

Accrued expenses . 

(40,000) 


(329,000) 

Other, net. 

(150.000) 


190,000 


$ 110,000 

$ 

(104,000) 


The Company does not currently provide for Federal 
income taxes on undistributed earnings of its foreign 


subsidiary since it is the Company’s intention to have 
the subsidiary utilize such earnings for capital expan¬ 
sion and/or debt repayment. 

In February, 1974, the Company filed a protest with 
the District Director of the Internal Revenue Service in 
response to a January, 1974, Revenue Agent’s report 
proposing additional tax assessments for the years 
1967 through 1971, of approximately $2,100,000. 

The proposed adjustments result principally from 
(1) denial of the use of the Company's net operating 
loss carry-forwards and (2) disallowance of deductions 
related to certain subsidiaries which were liquidated 
after acquisition by the Company. 

The Company believes that its treatment of the items 
in question was proper and in accordance with the 
Internal Revenue Code. The Company intends to 
defend its position at all appropriate levels of appeal, 
but cannot predict with certainty the outcome of 
this matter. The use of all or any part of the afore¬ 
mentioned operating losses and deductions may be 
ultimately denied to the Company and its subsidiaries. 

In the event any portion of the two principal changes 
proposed by the Internal Revenue Service are sus¬ 
tained after the Company has exercised its right 
of appropriate appeal, these taxes will be reflected in 
the consolidated financial statements as an adjustment 
to retained earnings and will be retroactively 
reflected in the appropriate consolidated statements 
of income for the years 1968 through 1971. 


Auditors’ Report 


To the Stockholders and Board of Directors, 

Banner Industries, Inc.: 

We have examined the consolidated balance sheets 
of Banner Industries, Inc. (a Delaware corporation) 
and Subsidiaries as of June 30, 1975 and 1974, 
and the related consolidated statements of income, 
stockholders’ equity, and changes in financial position 
for the years then ended. Our examination was made 
in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

As discussed further in Note 8 of Notes to Consoli¬ 
dated Financial Statements, the Internal Revenue 
Service is contesting the use of the Company’s net 
operating loss carry-forwards and deductions relating 
to certain subsidiaries which were liquidated after 
acquisition by the Company. The Company has filed a 
protest with the Internal Revenue Service; however, 
the outcome of this matter is uncertain at this time 


and the use of all or any portion of the aforementioned 
operating losses and deductions may be ultimately 
denied to the Company and its subsidiaries. 

In our opinion, subject to the effect on the consoli¬ 
dated balance sheets and statements of stockholders' 
equity of Federal income tax matters referred to in 
the preceding paragraph, the accompanying con¬ 
solidated financial statements present fairly the financial 
position of Banner Industries, Inc. and Subsidiaries 
as of June 30, 1975 and 1974, and the results of their 
operations and the changes in their financial position 
for the years then ended, in conformity with generally 
accepted accounting principles consistently applied 
during the periods. 

ARTHUR ANDERSEN & CO. 

Cleveland, Ohio, 

September 5, 1975. 
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Banner Operations 

Banner Industries, Inc. 

Corporate Offices 
1605 Superior Building 
Cleveland, Ohio 44114 
216/696-4050 

Acimel Manufacturing Corporation 

Cleveland, Ohio 

216/692-2250 

Adams Industries, Inc. 

Windsor Locks, Connecticut 
203/623-4454 

Banner Aircraft, Inc. 

Burlingame, California 
415/697-8310 

Banner Aircraft international, Inc. 
Burlingame, California 
415/697-8310 

Banner International, Inc. 

Stamford, Connecticut 
203/327-5084 

Burbank Aircraft Supply, Inc. 

Sun Valley, California 
213/767-8560 

Commercial Motor Freight, Inc. 
Columbus, Ohio 
614/231-1811 

Dubie-Clark Division 
Toccoa, Georgia 
404/886-2101 

Fate-Root-Heath Division 
Plymouth, Ohio 
419/687-4641 

Premmco-Ruffcorn, Inc. 

Long Beach, California 
213/531-8702 

Skinner Engine Division 
Erie, Pennsylvania 
814/454-7103 

Technical Devices Division 
Culver City, California 
213/870-3751 

Thompson Aircraft Tire Corporation 
Miami, Florida 
305/592-3530 

South San Francisco, California 
415/589-3030 

Brentwood, New York 
516/273-0300 

Thompson Aircraft Tire Corporation 
(International) 

Frameries (Hainaut) Belgium 
065/6637-61 


Banner Management 

Samuel J. Krasney 
Chairman of the Board and 
Chief Executive Officer, 

President 

Gordon D. Colton 
Executive Vice President 

David L. Burner 
Vice President-Finance 

Robert L. Lewis 
Secretary 

Melvin K. Allen 
Technical Devices Division 

Leon J. Brenner 
Burbank Aircraft Supply, Inc. 

Roger C. Cain 

Banner Aircraft International, Inc. 

J. Keller Cheek 
Dubie-Clark Division 

Miles W. Christian 
Fate-Root-Heath Division 

Gerald C. Forstner, Jr. 

Acimet Manufacturing Corporation 

A. R. Hill 

Thompson Aircraft Tire (U.S.) 

George Clement 

Thompson Aircraft Tire (New York) 

Ken Thomas 
Thompson Aircraft Tire 
(San Francisco) 

Arthur I. Hitchen 
Thompson Aircraft Tire 
(International) 

Frank H. Laspia 
Banner International, Inc. 

Gene Longo 
Adams Industries, Inc. 

Sam Spector 
Banner Aircraft, Inc. 

Floyd R. Thompson 
Premmco-Ruffcorn, Inc. 

Robert F. Todd 
Commercial Motor Freight, Inc. 

Russell L. Ward 
Skinner Engine Division 


Directors 

David L. Burner 
Vice President-Finance 

Gordon D. Colton 
Executive Vice President 

Irving Z. Friedman 

Partner, Krasney, Polk & Friedman, 

Accountants 

Thomas R. Green 
Attorney-at-Law 

Samuel J. Krasney 
Chairman of the Board and 
Chief Executive Olficer, President 

Robert L. Lewis 

Ulmer, Berne, Laronge, Glickman & 
Curtis, Attorneys 

Sol J. Roth 

President, Pierre’s French 
Ice Cream Company 

Robert F. Todd 
President, Commercial Motor 
Freight, Inc. (Motor Freight Subsidiary 
of Company) 

Independent Public Accountants 
Arthur Andersen & Co. 

Cleveland, Ohio 

General Counsel 

Ulmer, Berne, Laronge, Glickman 

& Curtis 

Cleveland, Ohio 

Stock Exchange Listing 
American Stock Exchange 
Ticker Symbol: BNR 

Transfer Agent & Registrar 
Union Commerce Bank 
Cleveland, Ohio 


A copy of the company's Form 10-K 
annual report, which is filed with 
the Securities and Exchange Com¬ 
mission, may be obtained by writing 
David L. Burner, Vice President - 
Finance, Banner Industries, Inc., 
1605 Superior Building, Cleveland, 
Ohio 44114 

The Banner Industries, Inc. Annual 
Meeting of Stockholders will be 
held November 20,1975 at 2 p.m., 
the Hollenden House Hotel, 

610 Superior Avenue, N.E., 
Cleveland, Ohio. A formal notice 
of the meeting together with a proxy 
statement will be mailed to each 
stockholder. 


Printed in U.S.A. 








Banner Industries, Inc. Corporate Offices: 1605 Superior Building, Cleveland, Ohio 44114 
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